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President’s Letter_____
an update of AICPA activities for state society leaders

1989-2
near Leader:

This letter describes recent developments of significance to the Institute and state
CPA societies. Your comments and suggestions are welcome.
FTC CONSENT DECREE

The proposed order settling the FTC investigations into AICPA ethics rules relating
to commissions, contingent fees, referrals and certain other matters appeared in the
Federal Register on April 4, 1989.
The FTC order permits the AICPA to prohibit the
acceptance of contingent fees or commissions from clients for whom a member performs
audits,
reviews,
certain
compilations
or examinations of prospective financial
statements.
The preposed order would also allow the AICPA to require any member
accepting a commission to disclose that fact.
Other AICPA ethical standards and
interpretations referred to in the FTC complaint were withdrawn or modified as a result
of the Plan to Restructure vote. The public comment period will end on June 5, 1989.
BOARD OF DIRECTORS

At its April 6-7, 1989 meeting, the AICPA Board of Directors took several actions,
which you should be aware of. Among them, it agreed to:
o Recommend that Council authorize a mail ballot on the issue of mandatory membership in
the SEC Practice Section.
The ballot would prepose a bylaw change requiring firms
having public company clients to belong to the SEC Practice Section in order for CPAs
working in those firms to continue as AICPA members.
This is the one major
recommendation of the Plan to Restructure not yet implemented. If approved by Council,
the AICPA bylaws would require the member ballot to be submitted to the membership
within 180 days of the Spring Council meeting.
o Authorize the AICPA Professional Ethics Division to release the results of federal
government complaint investigations to state boards of accountancy when the member
concerned requests such a release.

o Authorize
the AICPA's participation, with the other sponsors of the Treadway
Commission, in a study to develop internal control criteria by which management can
evaluate and report on internal control.

The Board also continued its discussion of issues relating to state boards and NASBA
including preposed changes in the uniform CPA Examination, the preposed NASBA Registry of
CPE sponsors and the interplay between the AICPA Quality Review Program and the state
board positive enforcement programs.
WASHINGTON DEVELOPMENTS

The
Savings
amending
subject
control

Institute is actively involved with the pending legislation to "bail out" the
& Loan Industry and revamp the FDIC.
Our legislative efforts are aimed at
sections in the bills (H.R.1278 and S.774) that would expand auditor liability,
auditing firms to drastic enforcement provisions and provide for significant
over the audit process.
In the Senate bill, we were able to modify a section

which would have required that all audits of federally-insured financial institutions be
performed in a manner satisfactory to the Chairman of the proposed regulatory office of
savings associations and give the Chairman the authority to withhold payment of any audit
fees until such a determination was made. The Senate has passed its bill. The House
will consider the legislation in May.
After that, the differences in the Senate and
House bills will be resolved in conference committee. We will continue to follow the
legislation closely and keep members informed. Our thanks to our key person contacts who
have been of great assistance to us over the past few weeks on this matter.

Progress is being made to modify IRC Section 89. While repeal efforts have gained
momentum with over 275 co-sponsors of H.R.634, the initiative appears unlikely to succeed
because of lack of support in House Ways and Means Committee. These efforts have,
however, convinced key legislators that reform is needed. House Ways and Means Chairman
Dan Rostenkowski submitted legislation to modify Section 89 in April. We anticipate,
pending further study, that the AICPA Federal Tax Executive Committee will endorse the
basic provisions of the Rostenkowski legislation, while continuing to work for further
improvements and clarification in the legislation.
The GAO recently issued a report favorable to the profession. The GAO study - a
follow-up to the Treadway Commission Report - was requested by Rep. John Dingell (D-MI).
In releasing the report, Chairman Dingell stated, "The GAO found that the accounting
profession
has made substantial progress in addressing the Treadway Commission's
proposals, and the profession deserves credit for that."

Hearings have been scheduled on civil RICO reform by the House and Senate Judiciary
Committees on May 4 and June 7, respectively. Additional co-sponsors are needed on both
reform bills (H.R.1046 and S.438). Members are urged to write their Representatives and
Senators asking them to support this much needed legislation. The current climate for
reform appears favorable.
If you need additional information on this issue, please
contact our Washington office.
Legislation dubbed by some as "Son of RICO" has been introduced in the House of
Representatives.
The "Telemarketing Fraud Prevention Act of 1989" (H.R.1354 introduced
by Rep. Luken, D-OH), would authorize states and private citizens to sue fraudulent
telemarketers.
The legislation would provide a new federal cause of action for persons
who believe they have been misled over the telephone. The Institute is working to ensure
that the terms in the legislation are precisely defined so that accounting firms and
others using the telephone in routine business transactions are not covered and later
abused by this legislation.

The AICPA continues its efforts in cooperation with Congress to develop a simple,
rational, equitable and effective system of civil tax penalties.
In addition to
testifying at a hearing before the Ways and Means Oversight Subcommittee on February 21,
1989, the Tax Division has responded in writing to requests from Subcommittee Chairman
J.J. Pickle (D-TX) regarding the IRS "Commissioner's Study of Civil Penalties."
TECHNICAL ACTIVITIES

The Financial Accounting Foundation (FAF) recently received two reports as part of
the five-year review of the FASB and GASB. Recommendations cover (1) jurisdiction over
separate financial statements of certain business-type governmental units and (2) certain
changes to the structure of the GASB, including phasing it into a full-time board over a
three-year period and separating the positions of research director and Board member.
The reports also recommend that the hierarchy of generally accepted accounting principles
be amended to give the GASB the initiative in designating when a FASB pronouncement
should apply to state and local government entities.

Separately, an FAF advisory group recommended that the FAF become more closely
involved with support for the FASB and its mission and perform a more active oversight
and advisory role, while at the same time preserving the independence and objectivity of
the FASB.
The report also recommends that the FASB consider carefully a number of
suggestions relating to agenda setting, use of task forces, publication of preliminary
views, field testing, and post-enactment review.
The group was divided on whether a
change should be made in the 4 to 3 simple majority vote. The report also urged the FASB
to give greater attention to the international harmonization of financial reporting
standards.

The Auditing Standards Board approved a revised bank confirmation form and other
illustrative
confirmation
letters
for
transactions and accounts with financial
institutions.
A Notice to Practitioners will accompany the revisions. Publication is
expected in June, 1989 with an effective date of September 1, 1989.
In an effort to expedite the revision of the Savings and Loan Audit and Accounting
Guide, a special committee has been established to work with the AICPA staff involved in
the project. Updated guidance is expected to be available by the end of 1989.

The revised 1989 Codification of
that the AICPA staff, in conjunction
SASs to conform those SASs with the
considering a new format for the
engagement lines.

Statements of Auditing Standards contains revisions
with the Auditing Standards Board, made to existing
new terminology in SAS Nos. 53-61. The ASB will be
Codification in the coming year organized along

EDUCATTONAL ACTIVITIES

Plans are being developed for more active involvement by the Institute in the
education
area.
This
is
being
done under the direction of our new Vice
President-Education, Rick Elam.
Among areas of emphasis will be recruiting of entrants
into the profession and curriculum development.
The need is great; for example, the
chief executives of the eight largest public accounting firms have just released a paper
entitled
"Perspectives
on Accounting Education: Capabilities for Success in the
Accounting Profession."
In it they announced a five-year commitment of up to $4 million
to support the development of curricula that are responsive to the needs of the
profession.

There have been positive legislative developments regarding the 150-hour educational
requirement.
The Montana and West Virginia societies, following the examples of Florida,
Utah, Hawaii and Tennessee, supported the passage of legislation requiring 150 hours of
education for certification. The requirement becomes effective in 1992 in Montana and in
the year 2000 in West Virginia.
In addition, Arkansas recently passed legislation
empowering the board of accountancy to determine the education requirement in that
state. Bills proposing 150 hours of education are pending in two other states.

The AICPA will soon introduce a new recruitment film for the profession. The new
firm will be made available to the state CPA organizations and will replace the one that
is currently being circulated by film distributors.
July 1, 1989 is
university accounting
AICPA, (212) 575-7641.

the application deadline for AICPA scholarships for minority
majors.
Inquiries should be directed to Sharon Donahue at the

The CPE Division is launching its Certificate of Educational Achievement (CEA)
program in government accounting and auditing in May. The program is the result of a
recommendation of the Steinberg Task Force on the Quality of Audits of Governmental

Units.
It is the AICPA's second CEA program, following the example of the Personal
Financial Planning program, which began in 1986.
The AICPA State Society CPE conference is scheduled for July 19-21 in Milwaukee. The
conference brochure and registration information was recently mailed to all the state
societies.
COMMUNICATIONS UPDATE

The AICPA conducted media briefing sessions explaining the nine new SASs in April.
These programs, held in New York, Washington, D.C. and Chicago, were led by Don Neebes,
Chairman of the Auditing Standards Board and Dan Guy, Vice President - Auditing.
Briefing materials have been distributed to the state societies for their local use.
April 23-29 was National Consumers Week. The AICPA co-sponsored this event for the
fourth consecutive year.
This year's theme is "Keeping Financial Records.” Materials
including guidelines for state society participation were recently sent to the state
societies.

The AICPA Public Relations Conference will be held on July 10-12 in San Diego. State
society volunteers and staff as well as firm representatives involved in public
relations, communications and marketing are encouraged to attend.
MEMBER SERVICES

Version 2.0 of the Audit Program Generator (APG) software program has recently been
released by the AICPA.
The program assists the CPA who designs audits or checklists,
linking audit objectives with audit procedures. Version 2.0 adds 40 major enhancements
to the highly successful APG package introduced two years ago. Orders can be placed
through the AICPA order department.
The Technical Information Division has also developed a new Financial Statement
Prepararation Manual designed to serve as a non-authoritative tool for members wishing to
use checklists and illustrative financial statements in audit, compilation or review
engagements.
Subscribers will be informed of AICPA, FASB, GASB, SEC as well as specific
industry updates every three months. The manual can be obtained through the AICPA order
department.
MANAGEMENT UPDATE

I am pleased to announce the promotion of Dale Rafal, CPA, to Vice President Quality Review.
Reporting directly to Tom Kelley, Group Vice President - Professional,
Dale will be responsible for overseeing the quality review program and the peer review
program of the Division for CPA Firms.

The CPA Examination area has been assigned to Rick Elam as part of the education
function, as a follow-on to George Dick's decision to pursue other career objectives.
Ethics staff will report directly to Tom Kelley. Jay Rothberg will serve as our primary
liaison with NASBA.

Philip B. Chenok
President

